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Objectives and Overall Results  
 

In February 2007, we initiated a performance audit of the Business Recovery Grant and 
Loan Program (BRGLP) being administered by the Louisiana Department of Economic 
Development (LED).  During our preliminary audit work, we determined that LED did not 
implement specific controls to monitor and oversee the entities responsible for accepting and 
approving applications for the program.  These preliminary findings were discussed with LED 
and the Office of Community Development (OCD) to alert them to potential program 
deficiencies.  This report provides the results of our initial findings. The results of our work are 
summarized as follows: 
 

Objective 1:  When the program was initially implemented, had LED established 
sufficient guidelines and controls over the program? 

 
Results:  LED fast-tracked the implementation of the program and did not implement 
formal, comprehensive program guidelines and procedures before the program began.  
The agency continuously changed and clarified the program’s guidelines and procedures 
before and after the program began.  These changes caused confusion among some of the 
intermediaries and applicants.  In addition, LED did not monitor intermediaries to ensure 
they were approving only grant applications that met all program eligibility criteria. 

 
Objective 2:  Were grant recipients who received initial grant disbursements eligible to 

receive a grant award? 
 

Results:  Of 3,438 approved grant applications, we reviewed 68 application files and 
found the following: 
 

 A large percentage of the reviewed files did not contain required 
documentation.  We could not locate required documentation in 53 (78%) 
of the files we reviewed.  The missing documents ranged from 
government-issued IDs to financial records.  Because of the missing 
documentation, we could not determine whether many of these 
applications were truly eligible for a grant. 

 Documentation in some files showed the applicant was ineligible.  The 
documentation in seven (10%) of the files we reviewed showed that the 
intermediary should have rejected the grant application.  
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Objective 3:  What has been done to address program deficiencies? 
 
Results:  The Office of Community Development (OCD) also conducted a file review of 
approved grant application files and found similar deficiencies.  Both offices presented 
the results of our individual reviews to LED.  As a result, LED temporarily stopped 
payments to grant recipients while the agency and OCD created a plan to review the 
remaining approved grant applications when the applicants request the second-half of 
their grant award.   
 
 

Scope and Methodology 
 
 We conducted this performance audit under the provisions of Title 24 of the Louisiana 
Revised Statutes of 1950, as amended.  We followed generally accepted government auditing 
standards as promulgated by the Comptroller General of the United States. 
 

We performed the following work to determine if grant recipients were eligible to receive 
a grant award: 

 
 Interviewed OCD, LED, and intermediary management and staff 

 Obtained and reviewed program policies and procedures 

 Conducted a random file review of approved and rejected first round grant 
applications on April 5, 2007, through April 10, 2007  

 Obtained and reviewed a copy of LED’s database of first round grant applications 

 Compared grant application data located in LED’s database against the grant 
application files located at the intermediaries’ offices 

Appendix E contains a copy of LED’s and OCD’s responses to this report. 
 
 

Background 
 
Overview of the Business Recovery Grant and Loan Program 
 
Purpose - The BRGLP is one of several disaster recovery economic development programs 
funded through Supplemental Community Development Block Grant (CDBG) funds. The 
BRGLP was established by the Louisiana Recovery Authority (LRA).  The purpose of the 
program is to assist small business owners in stabilizing and growing their businesses by 
providing grants, interest-free loans, and technical assistance.   
 

When the LRA first created the program in August of 2006, an applicant could receive 
either a loan or a grant and loan combination.  At this time, the program was named the Small 
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Firm Recovery Loan and Grant Program (SFLGP).  At the request of the Governor’s office, LRA 
and LED changed the program to allow applicants to receive a grant with or without a loan.  The 
LRA also increased the program’s funding from $38 million to $143 million, and the program’s 
name was changed to the Business Recovery Grant and Loan Program. 
 

LED signed an agreement with OCD to manage the BRGLP and oversee the Community 
Based Lending Organizations who act as intermediaries to directly provide the grants, loans, and 
technical assistance to qualified small businesses.  To qualify for the program and receive up to a 
$20,000 grant, businesses must meet various eligibility requirements.  The following is a list of 
the program’s general eligibility requirements that were in effect at the time of our file review:  
 

 Own 51% or more in an existing business 

 In business six months before storms 

 Reopened or demonstrated potential to reopen 

 Employ up to 50 employees 

 Experience a 30% revenue decline from the 2nd quarter of 2006 versus the 2nd 
quarter of 2005 or some other representative time period 

 Located in areas that either experienced flooding as a result of hurricanes Katrina 
or Rita or were affected by the hurricanes  

LED, LRA, and OCD participated in the selection process of the intermediaries.  The 
seven intermediaries chosen signed an agreement with LED.  The intermediaries administer the 
grant and loan portions of the BRGLP.  Besides receiving up to $75,000 for administrative 
expenses, the intermediaries receive $750 for each approved grant processed and $150 for each 
rejected grant processed.  See Exhibit 1 for the amount each intermediary received for grants it 
processed.  The names of the seven intermediaries chosen to administer the grants and the 
geographic areas they serve are as follows: 
 

 Acadiana Regional Development District (ARDD) (Southwest and South Central 
Parishes)1 

 ASI Federal Credit Union (ASI) (Southeastern Parishes) 

 Jefferson Parish Economic Development Commission (JEDCO) (Southeastern 
Parishes) 

 NewCorp, Inc. (NewCorp) (Southeastern Parishes) 

 New Orleans Regional Business Development Loan Corporation (RLC) 
(Southeastern Parishes) 

                                                 
1 ARDD hired CDW and Associates Professional Services, Inc., to help with application intake and review for Cameron and Calcasieu parishes.  
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 Seedco Financial Services, Inc. (Seedco) (Southeastern Parishes) 

 South Central Planning and Development Commission (SCPDC) (South Central 
Parishes) 

Exhibit 1 
Grants Processed by Intermediaries and Grant Processing Fees 

Approved Rejected 
Grant Application 

Totals Percent of Total 

  
Grants 

Processed 
Processing 

Fees 
Grants 

Processed 
Processing 

Fees 
Grants 

Processed 
Processing 

Fees 
Grants 

Processed 
Processing 

Fees 
ARDD 521 $390,750 191 $28,650 712 $419,400 13% 14% 
ASI 463 $347,250 140 $21,000 603 $368,250 11% 13% 
JEDCO 532 $399,000 555 $83,250 1,087 $482,250 19% 17% 
NewCorp 455 $341,250 589 $88,350 1,044 $429,600 18% 15% 
RLC 385 $288,750 232 $34,800 617 $323,550 11% 11% 
Seedco 881 $660,750 333 $49,950 1,214 $710,700 22% 24% 
SCPDC 207 $155,250 136 $20,400 343 $175,650 6% 6% 
          Total 3,444 $2,583,000 2,176 $326,400 5,620 $2,909,400 100% 100% 
Source:  Prepared by legislative auditor’s staff using information LED provided on May 7, 2007. 

 
Exhibit 2 lists the total amount of grant awards LED and the intermediaries disbursed to 

grant recipients as of August 24, 2007.   
 

Exhibit 2 
BRGLP Total Award Disbursements* 

(by Intermediary) 
Intermediary Amount Disbursed* 

Acadiana Regional Development District  $5,326,109 

ASI Federal Credit Union $5,621,907 

Jefferson Parish Economic Development Commission $7,185,321 

NewCorp, Inc. $5,109,082 

New Orleans Regional Business Development Loan Corporation $5,784,687 

Seedco Financial Services, Inc. $8,609,432 

South Central Planning and Development Commission  $1,961,802 

          **Total Amount Disbursed $39,598,340 
* As of August 24, 2007 
** This amount does not include $232,610 sent to the Small Business Administration (SBA) because of 
duplication of benefits for recipients that previously received SBA funding and $1,743,058 in awards 
LED disbursed to recipients using the agency’s own funds.   
Source:  Prepared by legislative auditor’s staff using unaudited data provided by OCD. 

 
 Exhibit 3 summarizes the roles that LED, LRA, OCD, and the Community Based 
Lending Organizations (intermediaries) play in planning, implementing, managing, and 
overseeing the BRGLP.  
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Exhibit 3 

Organizations’ Roles in Administering BRGLP 
Entity Role(s) 

LED • Lead Intermediary Selection Process 
• Plan and Manage the Implementation of Program 
• Receive Funds from OCD then Disburse them to 

Intermediaries 
• Oversee and Monitor Intermediaries 

LRA • Participate in Intermediary Selection Process 
• Work with LED to Plan Program including 

developing HUD Action Plans for the Program 
OCD-Disaster Recovery Unit • Oversight of Program as Fiscal Agent 

• Monitor Performance of Program 
• Approve and Disburse CDBG Funds to LED 

Community Based Lending Organizations 
(Intermediaries) 

• Host Grant/Loan Application Intake Centers and 
Workshops 

• Review Applications; Determine Applicant 
Eligibility  

• Receive Funds from LED then Disburse them to 
Grant/Loan Recipients 

• Retain Application Files 
Source:  Prepared by legislative auditor’s staff from documents provided by and interviews with LED, 
LRA, OCD, and intermediary staffs. 

 
Program Funding - The original funding for the BRGLP (originally called the Small Firm 
Grant and Loan Program) was $38 million using CDBG disaster recovery funds.  On February 9, 
2007, the Department of Housing and Urban Development (HUD) approved reallocating up to 
another $105 million in disaster recovery funds from the Bridge Loan and the Long Term 
Recovery Loan Guarantee programs to the BRGLP for a total of $143 million in funding.  Of the 
$143 million, $38 million was allocated for loans and $100 million was allocated for grants. 
 
 On September 13, 2007, the legislature approved the LRA’s plan to reallocate up to an 
additional $68 million to the program for a total of $211 million.  The LRA will also need 
approval from HUD to reallocate these funds.  These additional funds, and program funds not 
spent during round one of the program, will be allocated for future rounds of the BRGLP.  
 
Program Staffing - Three full-time and two part-time LED staff members oversaw the BRGLP 
including a director, two program managers (one is part-time), one part-time accountant, and one 
administrative assistant.  According to LED, other LED staff members not formally assigned to 
the BRGLP work on the program in varying amounts.  At the time this report was written, LED 
was in the process of hiring additional program staff.   
 
Grant Application Process - The BRGLP began on January 23, 2007.  The application intake 
period for the first round of the grant program ended on February 16, 2007.2  Appendix A 
contains a flowchart that summarizes the grant application intake, review, selection, and award 
disbursement processes. 

                                                 
2 LED intends to conduct a second round of the grant program.  
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Objective 1:  When the program was initially implemented, had LED 
established sufficient guidelines and controls over the program? 

 
LED quickly launched the BRGLP without implementing formal, comprehensive 

program guidelines and procedures.  Once the program began, LED continued to change 
and clarify some of the program’s guidelines and procedures.  In addition, LED did not 
monitor the seven intermediaries to ensure that they were approving only grant 
applications that met all eligibility requirements.    
 

LED Fast-Tracked Implementation of Program 
 

LED staff charged with administering the BRGLP did not allow adequate time to 
properly plan and organize the program before its launch.  When the program began, the agency 
staff had not signed a contract with any of the intermediaries and had not formalized many of the 
review and grant disbursement processes.  In addition, the agency staff did not take into 
consideration the effects the increase in funding would have on the program’s implementation.  
Exhibit 4 outlines a timeline of the program’s implementation.  
 

Exhibit 4 
Timeline of BRGLP Implementation 

Program Event Date 
LED and LRA create Action Plan Amendment #2 which provides funding and 
outlines general program guidelines for the program which was then called the Small 
Firm Recovery Loan and Grant Program. 

08/2006 

Original program guidelines created by LED, LRA, and OCD are published; 
selection process for intermediaries begins with the publishing of the intermediary 
RFP. 

10/2006 

The Governor’s office and the LRA request that LED significantly revise the 
program so more funds can be allocated to grants.  The program’s funding increases 
and the program is renamed the Business Recovery Grant and Loan Program.  

12/2006 

LED and LRA create Action Plan Amendment #8 which increases program funding 
and changes certain eligibility and use of funds requirements.     01/2007 

*Program Launch - Grant applications are accepted by intermediaries and LED. *01/23/2007 
LED signs agreements with intermediaries. 
(Agreements contain revised program guidelines.) 01/25/2007 - 01/30/2007 

HUD approves Action Plan Amendment #8. 02/09/2007 
Grant application period ends. 02/16/2007 
Deadline for intermediaries to review and enter application data into LED database. 03/09/2007 
LED and LRA revise and clarify program guidelines and procedures. 03/30/2007 
LED and the intermediaries send out Award/Denial letters--includes Terms and 
Conditions Letter. 03/30/2007 

Intermediary disburses first 50% of grant award 
(after recipient returns signed Terms and Conditions letter). 03/30/2007 - 10/31/2007 

LED, LRA, and OCD revise and clarify program guidelines  07/05/2007 
Intermediary disburses second 50% of grant award 
(after recipient shows proof of proper use of first 50% of grant award). 03/30/2007 - 10/31/2007 

* On January 15, 2007, LED informed intermediaries that it would begin accepting applications on February 1, 2007, then on 
January 19, 2007, agency staff informed the intermediaries that they would begin accepting applications on January 23, 2007. 

Source:  Prepared by legislative auditor’s staff using information provided by LED, LRA, OCD, and intermediaries. 
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LED management told us that the BRGLP was an emergency program and that it needed 
to get grants out to the small business community.  However, if the agency had given itself 
adequate time to collect and review the first round grant applications, it could have better 
ensured that only eligible applicants received a grant.  Staff from one intermediary told us that 
they felt they did not know what was expected of them and that additional training and formal 
complete guidelines would have helped them better understand the program.  
 
Recommendation 1:  LED should allow its staff enough time to organize future grant 
rounds, including time to: 
 

(1) create formal program eligibility requirements; 

(2) create formal policies and procedures for implementing the grant round; 

(3) provide formal training to intermediaries on grant application intake, review, and 
selection policies and procedures; and 

(4) monitor intermediaries’ activities. 

Summary of Management’s Response:  LED agrees with this recommendation. The 
agency states that it is now in the process of refining the policies and procedures from the first 
round of the program.  LED further states that for the second round, expected to kick-off in the 
first quarter of 2008, it will have the following: 
 

 A comprehensive set of formal eligibility requirements and other policies 

 A full training schedule 

 A full monitoring plan 
 

Program Lacked Formal, Consistent Guidelines and Procedures 
 

The agreements between LED and OCD and between LED and the seven intermediaries 
contain formal guidelines for the BRGLP.  However, these agreements were not signed until 
after the implementation of the program.  LED continued to change the guidelines and 
procedures after these agreements were signed.  Staff from three intermediaries told us that the 
frequent changes to the program guidelines and procedures confused them and the applicants.   
 
Recommendation 2:  Before any additional grant rounds begin, LED should develop a 
comprehensive set of program guidelines and procedures covering all criteria and requirements 
for the grant application, review and selection processes.  OCD should agree and formally sign-
off on these guidelines and procedures.   The policies should address, at a minimum, the 
following: 
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 Intermediary capacity requirements 

 Grant recipient eligibility requirements 

 Determination of grant award amount  

 Use of grant award funds 

 Application review and selection process 

 Documentation required from applicants 

 Award disbursement process 

 Intermediary fees 

 LED monitoring of intermediaries’ services 

 Coordination between LED and the intermediaries 

 CDBG requirements 

Summary of Management’s Response:  LED and OCD agree with this 
recommendation.  LED states that the lessons it learned from the first round of the program will 
facilitate developing comprehensive policies before the start of the next round of the program.  
LED further states that OCD formally accepting and signing-off on the program guidelines will 
help ensure a smooth program implementation.  OCD states that it will take the necessary action 
to ensure that future funding rounds comply with this recommendation.  
 
Recommendation 3:  For future grant rounds, LED should adhere to the program guidelines 
and procedures it establishes.  If LED decides that any of the guidelines or procedures must be 
revised, the agency should follow a formal policy change process that includes formal 
notification of changes to the intermediaries, as well as OCD.  LED should then revise the formal 
program guidelines and procedures document(s).  
 
Summary of Management’s Response:  LED agrees with this recommendation.  The 
agency states that it will establish a formal policy change process, while recognizing that 
consistent guidelines and procedures will remain dependent on other agencies not mandating 
changes midway through the program.   
 
Recommendation 4:  For future grant rounds, LED should provide formal training to 
intermediary staff on the program policies and procedures, including eligibility requirements and 
CDBG requirements.  
 
Summary of Management’s Response:  LED agrees with this recommendation.  The 
agency states now that additional staff have been approved, it will be able to go beyond the train-
the-trainer methodology relied upon in round one. LED further states that training sessions have 
already begun, at both the general and targeted (intermediary-specific) level. 
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LED Did Not Monitor Intermediaries as 
  Required by Its Agreement With OCD 
 

The agreement between OCD and LED lists the monitoring requirements LED must 
undertake while administering the BRGLP.  Examples of the monitoring requirements for LED 
contained in the agreement include the following: 
 

 Schedule and conduct on-site monitoring visits of the intermediaries (sub-
recipients) to review the progress and completion of the intermediaries’ services 

 Determine whether the intermediaries are carrying out their individual activities 
as described in the agreements between LED and each of the seven intermediaries 

 Ensure that grant and loan documentation is complete, and adequate grant and 
loan underwriting and review functions have been performed 

 Provide written documentation of the agency’s monitoring activities 

According to program management staff, once the program’s budget grew from 
$38 million to $143 million, they still did not monitor the program.  Staff from the intermediaries 
confirmed that LED had not conducted any review of the grant application files.  If LED had 
monitored the intermediaries, the agency could have found the problems we discovered during 
our file review, but they could have found these problems before any grant funds were released. 
 
Recommendation 5:  During future grant rounds, LED should comply with the monitoring 
plan laid out in its contract with OCD.  To comply with the terms of the contract, LED should 
conduct formal and informal monitoring activities to determine whether the intermediaries are 
adhering to program policies and procedures and to assess the intermediaries’ continuing 
capacity to administer the grants.  LED’s monitoring activities should take place during the 
application intake and review process and should include on-site visits to conduct sample 
reviews of grant application files.  
 
Summary of Management’s Response:  LED agrees with this recommendation.  The 
agency states that with the addition of monitoring resources, it will proceed with the 
recommendation.  A monitoring plan has been developed and is under review with OCD. 
 
 

Objective 2:  Were grant recipients who received initial 
grant disbursements eligible to receive a grant award? 

 
Overall, we found that a large number of files were missing required 

documentation.  We also found that some applicants were ineligible and should not have 
received approval for a grant. 
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We conducted a file review of 68 approved grant application files to determine whether 
the documentation in the files indicated that the applicant(s) met the program’s eligibility 
criteria,3 and whether each file contained a completed grant application.  We began the review 
after we learned that LED had not conducted formal monitoring of the intermediaries during the 
application intake, review and selection processes.   
 
Most Files Lacked Documents Required to Prove Eligibility 
 

We found that 53 of the 68 files (78%) were missing the necessary documentation 
providing proof of eligibility for at least one of the program’s eligibility requirements.  As a 
result, we could not determine whether some of these applicants were truly eligible.  LED and 
the intermediaries awarded $979,319 in grants to these applicants.  The following is a list of 
specific documentation issues found during our review4: 

 
 The file documentation for 30 of the 68 approved application files did not show 

that the business experienced a 30% revenue decline for the 2nd quarter of 2006 
versus the 2nd quarter of 2005, or some other representative time period.  

 Thirteen of these applications did not meet the criterion because they were 
missing 2006 financial documents. 

 Twenty-two of these files did not contain documentation that supported 
the post-storm revenue decline listed on the grant application. 

 Twenty-six applicants used another time period for the revenue decline 
comparison without submitting the required documentation that proved another 
time period was more representative because of the seasonality of their business.  

 Twenty-four files did not contain required documentation showing that the 
applicant(s) had 51% or more ownership in the business.  

 Eleven files did not contain a complete grant application form.  Of the 11 files, 
one file did not contain any grant application, and another file contained a partial 
application.  The grant application forms in the other nine files were missing 
information.   

 Thirteen application files for businesses that had not reopened yet did not contain 
required documentation proving the business’ potential to reopen. 

 Fifteen application files did not contain required documentation showing that the 
business employed 50 or fewer employees.  

 Five files did not contain required copies of government IDs for the business 
owner(s). 

 

                                                 
3 We used the criteria listed in the approved HUD Action Plan governing the program and the formal program guidelines included in the 
agreements between LED and the intermediaries.  
4 Many of the application files reviewed contained multiple documentation problems.  
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Documentation in Some Files Showed Applicants Were Ineligible 
 

Documentation in seven of the 68 files (10%) showed that the applicants were ineligible, 
but the intermediary had approved the grant application.  LED and the intermediaries awarded 
these applicants a total of $126,838 in grants.  The documentation in these files proved that they 
were ineligible for the following reasons: 

 
 Four of the applicants did not experience a 30% (gross) revenue decline for the 

2nd quarter of 2006 versus the 2nd quarter of 2005 or some other representative 
time period.  The documentation in two of these files indicated the intermediary 
purposely did not follow program guidelines when qualifying the two applicants.  

 Two applicants had not been legally established in the affected areas six months 
before the storm.  

 One applicant was a single-employee business with no contract employees and 
did not sell tangible goods. 

 
Some Grant Award Amounts Incorrect 
 

During our file review, we found that LED and the intermediaries awarded 11 grant 
recipients incorrect grant amounts.  Six of the 11 applicants’ awards totaled $21,221 more than 
they should have been.  Five of the 11 applicants’ awards totaled $36,124 less than they should 
have been.   
 

See Appendix B for a summary of the file review results for the approved grant files and 
a breakdown of the file review results by intermediary. 
 
Recommendation 6:  For the first grant round, LED should ensure that only grant applicants 
who met the program’s eligibility requirements receive a grant award by doing the following: 
 

 LED should review the application files to determine whether the intermediaries 
collected all necessary documentation and whether the applications met all of the 
program’s eligibility requirements, according to the program guidelines located in 
LED’s contract agreements with the intermediaries. 

 If LED determines an intermediary approved an application that did not meet 
program eligibility requirements and the applicant has received the grant award 
already, LED should seek to recover the disbursed grant funds from the 
recipient(s).  In addition, LED should consider legal recourse to recover payments 
to the intermediaries for each approved grant application deemed ineligible. 

Summary of Management’s Response:  LED agrees with this recommendation.  The 
agency states that it is proceeding as recommended, reviewing application files with its newly 
expanded staff.  As detailed in its funding recouping process, LED is also seeking to recover 
required funds from the first round via the contractual responsibility of the intermediaries to have 
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properly administered the grants up-front, under the “Remedy in Event of Breach” clause in the 
contract. 
 
 

Objective 3:  What has been done to address program deficiencies? 
 

Based on an agreement between OCD and LED, LED temporarily stopped payments to 
grant recipients while the agency and OCD created a plan to review the remaining approved 
grant applications when the applicants request the second-half of their grant award.  
 
Current Efforts by LED to Address File Deficiencies 
 

On May 18, 2007, we presented the preliminary results of our file review to LED staff.  
Staff from OCD’s Disaster Recovery Unit also conducted a file review of approved grant 
applications and found similar deficiencies.  When we met with LED and OCD to discuss the 
findings of the two reviews on June 21, 2007, LED had already disbursed approximately 
$36 million in grant awards to the selected recipients.  Exhibit 5 summarizes where the 
applications were in the award disbursement process. 
 

Exhibit 5 
BRGLP Award Disbursements  

As of June 21, 2007 
Grant Award Disposition Number of Grants 

Applicant(s) received first and second award disbursements 
(entire grant award). 556 

Applicant(s) received first-half of grant award and had 
requested second-half of grant award. 652 

Applicant(s) received first-half of grant award and had not 
requested second-half of award yet.  2,217 

Source:  Prepared by legislative auditor’s staff using unaudited data provided by OCD. 

 
As a result of the findings from the two reviews, the following occurred: 
 

 Beginning in July 2007, LED temporarily stopped payments to grant recipients 
while the agency and OCD began a file review of the 652 application files that 
had requested but had not received the second-half of their grant award.  If the 
applications were complete and met all eligibility requirements, OCD released the 
funds to LED and the intermediaries who then sent the recipient(s) the second 
disbursement check.   

 LED, OCD, and DOA met on August 16, 2007, and agreed on a plan to review 
and process the remaining applications when the applicants request the second-
half of their grant award. The plan was based on the above OCD/LED file review 
findings. Appendix D contains a copy of this monitoring and processing plan. It 
does not specify whether the agencies will review the 556 applications that had 
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already received their entire grant award or any applications that do not request 
the second-half of their grant award by the October 31, 2007, deadline. 

 LED has begun hiring compliance monitoring staff including a compliance 
manager and three assistants.  In cooperation with OCD, LED has begun monthly 
training for the intermediaries.  
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A.1 

APPENDIX A:  SUMMARY FLOWCHART OF 
GRANT APPLICATION AND AWARD PROCESSES 

 

Intermediary/LED
Business owner(s) submitted application materials in person 

to one of the intermediaries at their intake center.           

At LED intake centers, applicants could drop off applications 
and LED distributed them to the intermediaries to review and 

process.

Intermediary 
Intermediary staff reviewed application to determine 

completeness and contacted the business owner for missing 
information or documentation.

Intermediary

Based on application information, intermediary staff either 
approved or rejected grant application.                   

Intermediary

Intermediary entered application information and 
qualification status into LED's web-based database system 

(SAGE).  

LRA and OCD also had access to application data in the 
database. 

LED

LED staff reviewed application data in SAGE for duplication 
errors and missing data fields.

Award or 
Rejection Letter

LED/Intermediary
LED and the intermediary sent letter informing applicants of 

their approval or rejection. 

Disbursement*

Intermediary
After grant recipient(s) submitted signed Terms and 

Conditions form included in letter of approval, intermediary 
sent the first 50% of grant award.

Intermediary

After grant recipient(s) submitted documentation of 
appropriate use of first 50% disbursement to intermediary, the 

intermediary sent the second 50% of grant award. 

Data Input

Source:  Prepared by legislative auditor's staff using information from interviews with LED and intermediary staff 
and documentation collected from LED and the intermediaries. 

Application 
Process

Award Process

Intake

Review

Selection

Review

Disbursement*

* The intermediaries request award funds from LED who in turn requests the funds from OCD.  OCD then disburses 
the funds to LED so LED can then disburse the funds to the intermediaries. 
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APPENDIX B:  FILE REVIEW RESULTS BY INTERMEDIARY 
 
 

 
Summary of File Review Results for All Approved Grant Applications 

 
To Prove Eligibility, 

Did the File Documentation 
Contain Evidence That: Yes No N/A 

Cannot 
Determine 

Total 
Number 

Reviewed 
The applicant(s) had 51% or more ownership in 
business? 44 24 0 0 68 

The business owner(s) provided a government ID? 63 5 0 0 68 
The business experienced a 30% decline in (gross) 
revenue for Q2 '06 vs. Q2 '05 or some other 
representative time period? 

36 31 1 0 68 

The applicant signed a letter of explanation stating why 
some other time period was used to determine revenue 
decline? 

3 26 39 0 68 

If a Zone B business, the business experienced more 
than a $10,000 tangible loss? 2 1 65 0 68 

If the business has relocated, it located to an affected 
area? 2 1 61 4 68 

The business was legally in business (in an affected 
area) six months before the storm? 66 2 0 0 68 

The business employed 50 or fewer employees (pre-
storm)? 52 15 1 0 68 

If the business is a single-employee firm, it sells 
tangible goods? 20 1 42 5 68 

Note:  Results do not add up because some files had multiple problems.  
Source:  Prepared by legislative auditor’s staff using information from the application files located at the seven 
intermediaries' offices.  
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Sample Totals for Approved Grant Applications for 
Acadiana Regional Development District 

To Prove Eligibility, 
Did the File Documentation 

Contain Evidence That: Yes No N/A 
Cannot 

Determine 

Total 
Number 

Reviewed 
The applicant(s) had 51% or more ownership in 
business? 9 2 0 0 11 

The business owner(s) provided a government ID? 11 0 0 0 11 
The business experienced a 30% decline in (gross) 
revenue for Q2 '06 vs. Q2 '05 or some other 
representative time period? 

5 6 0 0 11 

The applicant signed a letter of explanation stating 
why some other time period was used in determining 
revenue decline? 

1 7 3 0 11 

If a Zone B business, the business experienced more 
than a $10,000 tangible loss? 2 1 8 0 11 

If the business has relocated, it located to an affected 
area? 0 0 11 0 11 

The business was legally in business (in an affected 
area) six months before the storm? 11 0 0 0 11 

The business employed 50 or fewer employees (pre-
storm)? 8 3 0 0 11 

If the business is a single-employee firm, it sells 
tangible goods? 6 0 5 0 11 

Source:  Prepared by legislative auditor’s staff using information from the application files located at ARDD's 
offices.  

 



_________________________________ LOUISIANA DEPARTMENT OF ECONOMIC DEVELOPMENT 

 
B.3 

 
Sample Totals for Approved Grant Applications for ASI 

To Prove Eligibility, 
Did the File Documentation 

Contain Evidence That: Yes No N/A 
Cannot 

Determine 

Total 
Number 

Reviewed
The applicant(s) had 51% or more ownership in 
business? 7 4 0 0 11 

The business owner(s) provided a government ID? 9 2 0 0 11 
The business experienced a 30% decline in (gross) 
revenue for Q2 '06 vs. Q2 '05 or some other 
representative time period? 

4 7 0 0 11 

The applicant signed a letter of explanation stating why 
some other time period was used in determining revenue 
decline? 

0 3 8 0 11 

If a Zone B business, the business experienced more 
than a $10,000 tangible loss? 0 0 11 0 11 

If the business has relocated, it located to an affected 
area? 2 0 8 1 11 

The business was legally in business (in an affected 
area) six months before the storm? 11 0 0 0 11 

The business employed 50 or fewer employees (pre-
storm)? 9 2 0 0 11 

If the business is a single-employee firm, it sells tangible 
goods? 1 1 9 0 11 

Source:  Prepared by legislative auditor’s staff using information from the application files located at ASI's offices. 
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Sample Totals for Approved Grant Applications for JEDCO 

To Prove Eligibility, 
Did the File Documentation 

Contain Evidence That: Yes No N/A 
Cannot 

Determine 

Total 
Number 

Reviewed 
The applicant(s) had 51% or more ownership in 
business? 2 8 0 0 10 

The business owner(s) provided a government 
ID? 9 1 0 0 10 

The business experienced a 30% decline in 
(gross) revenue for Q2 '06 vs. Q2 '05 or some 
other representative time period? 

4 6 0 0 10 

The applicant signed a letter of explanation 
stating why some other time period was used in 
determining revenue decline? 

0 2 8 0 10 

If a Zone B business, the business experienced 
more than a $10,000 tangible loss? 0 0 10 0 10 

If the business has relocated, it located to an 
affected area? 0 0 9 1 10 

The business was legally in business (in an 
affected area) six months before the storm? 9 1 0 0 10 

The business employed 50 or fewer employees 
(pre-storm)? 6 4 0 0 10 

If the business is a single-employee firm, it sells 
tangible goods? 2 0 8 0 10 

Source:  Prepared by legislative auditor’s staff using information from the application files located at JEDCO's 
offices. 
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Sample Totals for Approved Grant Applications for NewCorp 

To Prove Eligibility, 
Did the File Documentation 

Contain Evidence That: 
Yes No N/A Cannot 

Determine 

Total 
Number 

Reviewed 
The applicant(s) had 51% or more ownership in 
business? 7 2 0 0 9 

The business owner(s) provided a government ID? 9 0 0 0 9 
The business experienced a 30% decline in (gross) 
revenue for Q2 '06 vs. Q2 '05 or some other 
representative time period? 

5 4 0 0 9 

The applicant signed a letter of explanation stating 
why some other time period was used in determining 
revenue decline? 

1 0 8 0 9 

If a Zone B business, the business experienced more 
than a $10,000 tangible loss? 0 0 9 0 9 

If the business has relocated, it located to an affected 
area? 0 0 8 1 9 

The business was legally in business (in an affected 
area) six months before the storm? 9 0 0 0 9 

The business employed 50 or fewer employees (pre-
storm)? 3 6 0 0 9 

If the business is a single-employee firm, it sells 
tangible goods? 0 0 4 5 9 

Source:  Prepared by legislative auditor’s staff using information from the application files located at NewCorp's 
offices.  
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Sample Totals for Approved Grant Applications for Regional Loan Corporation 

To Prove Eligibility, 
Did the File Documentation 

Contain Evidence That: Yes No N/A 
Cannot 

Determine 

Total 
Number 

Reviewed 
The applicant(s) had 51% or more ownership in 
business? 4 6 0 0 10 

The business owner(s) provided a government 
ID? 9 1 0 0 10 

The business experienced a 30% decline in 
(gross) revenue for Q2 '06 vs. Q2 '05 or some 
other representative time period? 

8 1 1 0 10 

The applicant signed a letter of explanation 
stating why some other time period was used in 
determining revenue decline? 

0 2 8 0 10 

If a Zone B business, the business experienced 
more than a $10,000 tangible loss? 0 0 10 0 10 

If the business has relocated, it located to an 
affected area? 0 1 9 0 10 

The business was legally in business (in an 
affected area) six months before the storm? 9 1 0 0 10 

The business employed 50 or fewer employees 
(pre-storm)? 9 0 1 0 10 

If the business is a single-employee firm, it sells 
tangible goods? 0 0 10 0 10 

Source:  Prepared by legislative auditor’s staff using information from the application files located at RLC's 
offices.  
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Sample Totals for Approved Grant Applications for Seedco 

To Prove Eligibility, 
Did the File Documentation 

Contain Evidence That: Yes No N/A 
Cannot 

Determine 

Total 
Number 

Reviewed 
The applicant(s) had 51% or more ownership in 
business? 7 1 0 0 8 

The business owner(s) provided a government 
ID? 8 0 0 0 8 

The business experienced a 30% decline in 
(gross) revenue for Q2 '06 vs. Q2 '05 or some 
other representative time period? 

6 2 0 0 8 

The applicant signed a letter of explanation 
stating why some other time period was used in 
determining revenue decline? 

1 5 2 0 8 

If a Zone B business, the business experienced 
more than a $10,000 tangible loss? 0 0 8 0 8 

If the business has relocated, it located to an 
affected area? 0 0 8 0 8 

The business was legally in business (in an 
affected area) six months before the storm? 8 0 0 0 8 

The business employed 50 or fewer employees 
(pre-storm)? 8 0 0 0 8 

If the business is a single-employee firm, it sells 
tangible goods? 7 0 1 0 8 

Source:  Prepared by legislative auditor’s staff using information from the application files located at Seedco's 
offices.  
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Summary of File Review Results for SCPDC 

To Prove Eligibility, 
Did the File Documentation 

Contain Evidence That: Yes No N/A 
Cannot 

Determine 

Total 
Number 

Reviewed 
The applicant(s) had 51% or more ownership in 
business? 8 1 0 0 9 

The business owner(s) provided a government 
ID? 8 1 0 0 9 

The business experienced a 30% decline in 
(gross) revenue for Q2 '06 vs. Q2 '05 or some 
other representative time period? 

4 5 0 0 9 

The applicant signed a letter of explanation 
stating why some other time period was used in 
determining revenue decline? 

0 7 2 0 9 

If a Zone B business, the business experienced 
more than a $10,000 tangible loss? 0 0 9 0 9 

If the business has relocated, it located to an 
affected area? 0 0 8 1 9 

The business was legally in business (in an 
affected area) six months before the storm? 9 0 0 0 9 

The business employed 50 or fewer employees 
(pre-storm)? 9 0 0 0 9 

If the business is a single-employee firm, it sells 
tangible goods? 4 0 5 0 9 

Source:  Prepared by legislative auditor’s staff using information from the application files located at SCPDC's 
offices.  
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APPENDIX C:  SUMMARY OF MAJOR GRANT PROGRAM CHANGES AND CLARIFICATIONS 
 

 Original Program Guidelines (SFLGP) Program Changes and Clarifications (BRGLP) 
 

Guidelines 
August 2006 thru 
November 2006  

December 2006 thru 
January 2007 

February 2007 thru 
August 2007 

Eligibility 
Requirements - 
Business 
Characteristics 

 
• Grant could only be received with a loan. 
• Own 51% or more in existing business 
• Viable for-profit or nonprofit business 
• Nonprofits eligible only under certain 

circumstances 
• Business maintained in affected area for not less 

than six months before hurricane(s) 
• Temporarily relocated outside of affected area and 

will resume operations in the affected area within 
90 days of closing of grant and/or loan. 

• Firm must provide a copy of the business’ federal 
tax returns for the most recent fiscal year ending 
before the closing of the grant and/or loan. 

• Employs between 2 and 25 employees 
• Contract employees are considered employees. 
 

 
• Grant could be received with or 

without a loan. 
• Reopened or demonstrated 

potential to reopen 
• Employ up to 50 employees  
• Single-employee businesses 

eligible only if they sell tangible 
goods 

• Bar owners are ineligible to 
receive a grant. 

• Business experienced a 30% 
revenue decline from 2nd quarter 
2006 versus 2nd quarter 2005 

• Applicant can attest that 2nd 
quarter is not representative, due to 
seasonality, by providing signed 
statement of explanation. 

• Applicant can attest that all 
financial records were destroyed 
by storm(s) by providing signed 
statement of explanation. 

• Businesses located in “Zone B” 
must also have experienced more 
than $10,000 in tangible losses. 

 
• Owners with a 50% or greater share in two or 

more businesses may only qualify for one 
grant. 

• Owners who received a grant, and own a 
minority share in another business, do not 
disqualify that business by their ownership. 

• Clarified that business may only employ up to 
50 FTE employees  

• Applicant can attest that 2nd quarter is not 
representative, due to seasonality, by 
providing signed statement of explanation or 
an explanation on the signed application. 

• In absence of documentation for other criteria 
besides revenue decline, applicant can attest 
by signing statement of explanation. 

• Bar owners are eligible to receive a grant. 
 

Eligibility 
Requirements - 
Business 
Location 

• Business located in southwest and southeast parishes • Located in “most impacted areas - 
Zone A” or “impacted areas - Zone 
B” 1 

Same as previous 

                                                 
1 Zone A includes the parishes of Cameron, Orleans, Plaquemines, and St. Bernard or any other areas inundated by flooding as indicated by FEMA flood maps.  Zone B includes the parishes of 
Calcasieu, Cameron, Jefferson, Orleans, Plaquemines, St. Bernard, St. Tammany, Vermilion, Acadia, Allen, Beauregard, Iberia, Jefferson Davis, Lafourche, St. Charles, St. John the Baptist, St. Mary, 
Tangipahoa, Terrebonne, and Washington.  
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 Original Program Guidelines (SFLGP) Program Changes and Clarifications (BRGLP) 
 

Guidelines 
August 2006 thru 
November 2006  

December 2006 thru 
January 2007 

February 2007 thru 
August 2007 

Grant Size 

• Maximum grant amount - $25,000; minimum grant 
amount - $2,500 

 

• Maximum grant size - $20,000 
• Grant not to exceed two months’ 

revenue 

• Grant size based on annual revenue of 
business: 
o >$40,000 = $20,000  
o $20,000 to $39,999 = 50% of annual 

revenue 
o <$20,000 = $10,000  

Use of Grant 
Funds 

• Only for reimbursement of tangible losses as result 
of hurricane(s) and related flooding 

 

• Tangible losses, as well as 
business operating costs and new 
equipment, utilities or inventory 

• May also be used to refinance 
more expensive debt 

Same as previous 

Grant 
Disbursement 
Process 

• Individual intermediaries proposed how they would 
disburse grant funds. 

• 50% paid up-front; 50% paid after 
three months upon business’ 
demonstration of proper use of 
first 50% of funds 

50% paid up-front; 50% upon business’ 
demonstration of proper use of first 50% of funds  

Source:  Prepared by legislative auditor’s staff from documents provided by LED and OCD staffs. 
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APPENDIX D:  BRGLP PROCESSING PLAN 
 
 
To:  Jean Vandal, DOA 
  Suzie Elkins, OCD 
  Mike Taylor, OCD 
  Fran Gladden, LED 
 
From:  William Hall, OCD 
  Michael Hecht, LED 
 
Date:  August 17, 2007 
 
Re:  Louisiana Business Recovery Grant and Loan Processing Plan 
 
 
The following summarizes the plan for processing and monitoring developed at our 
August 16, 2007 meeting. 
 
Note:  all intermediaries will be given a template to assist in their file review, and each 
intermediary will be given specific advice as to issues of particular importance.  With this 
in mind, the below plan is based on the assumption that intermediaries now have a 
clearer understanding what adjustments have to be made; what additional 
documentation is required; and, what types of business pose particular problems and 
will make the appropriate corrections before submission.   
 
Group 1) Intermediaries:  ASI, JEDCO, RLC, Seedco 

• Invoices will be processed and paid for grants as submitted 
• Intermediaries will have responsibility to certify that all files submitted are 

complete and accurate 
• LED/OCD will conduct an initial audit of 20% of submitted files in order to verify 

compliance 
 

Group 2) Intermediary:  NewCorp 
• Intermediary will have responsibility to certify that all files submitted are complete 

and accurate 
• LED/OCD will conduct an audit of 50% of submitted files in order to verify 

compliance 
• Following satisfactory audit results (>95%), invoices will be processed and paid 

for grants as submitted 
• If audit results are not satisfactory, audit percentage will move to 100% 
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Group 3) Intermediaries:  ARDD, SCPD 
• Intermediaries will have responsibility to certify that all files submitted are 

complete and accurate 
• LED/OCD will conduct an audit of 100% submitted files in order to verify 

compliance 
• Invoices will be processed and paid for grants as cleared by the audit 

 
Original Invoice #13, $5.1M 

• OCD will reimburse LED for this invoice at the following rates: 
- RLC  99% 
- JEDCO 96% 
- ASI  93% 
- Seedco 80% 

• The balance on the above percentages will be paid upon an audit of the files that 
results in a >95% confidence rate 

• OCD will reimburse LED for ARDD, NewCorp and SCPD following a 100% 
review of the files, net of amounts for ineligible files and award adjustments   

 
Loans 

• Loans will be reviewed by OCD/LED for: 
- Eligibility 
- Viability 
- Adherence to intermediaries’ individual underwriting guidelines (to be 

provided) 
• Loans will initially be reviewed according to DOA survey tables, percentage may 

be decreased as compliance is demonstrated 
 
General Notes 

• Intermediaries will receive specific instructions and assistance to address any 
problems determined in the first audit, including consulting before submission 

• Seedco will indicate which files need to be adjusted in Sage to account for 
seasonality 

• Based on performance in audits, at the discretion of OCD and LED, an 
intermediary’s status may be changed from requiring he audit pre- versus post-
invoice payment 

• Attestations bearing on eligibility issues must be specific to the issue and in 
writing from the applicant.  Statements of explanation must have a “because” 
clause stating the reason or facts for the attestation 

• When OCD/LED is conducting the review, files will be looked at once and their 
status will be determined on that one review 
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APPENDIX E:  MANAGEMENT’S RESPONSES 
 

DEPARTMENT OF ECONOMIC DEVELOPMENT 
OFFICE OF COMMUNITY DEVELOPMENT 
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October 17, 2007 
 
 
Mr. David K. Greer, CPA 
Office of Legislative Auditor 
State of Louisiana 
Baton Rouge, LA 70804-9397 
 
Dear Mr. Greer: 
 
Enclosed is our response to your October 5, 2007 performance audit report on the 
Business Recovery Grant and Loan (BRGL) program. 
 
We appreciate the work from you and your team, and are aggressively implementing 
your recommendations so that the BRGL can continue to improve, and serve more 
Louisiana small businesses as we move forward. 
 
If you have any questions or require additional information, please contact Fran 
Gladden, Deputy Secretary, at 342.5437, or Michael Hecht, Director of Business 
Assistance, at 504.864.3040. 
 
Sincerely, 
 

 
 
Michael J. Olivier, CEcD 
Secretary 
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Introduction 

 
16 months after the storms, Louisiana’s small businesses, the backbone of the 
economy, were in deep crisis.  Over 80,000 had been impacted by Katrina and Rita, and 
thousands were on the verge of shutting down to the slow return of markets and the lack 
of other support (e.g., SBA loans).  Because this was seen as an emergency, Louisiana 
Economic Development (LED) was asked to quick-launch a pilot program in a period of 
weeks.  LED was not afforded the months typically allowed to plan and organize a 
program of this magnitude.  Nevertheless, LED is proud of the critical and substantive 
assistance that the BRGL has delivered to thousands of worthy businesses across 
Louisiana. 

LED appreciates the work of the Office of Legislative Auditor (LLA), and feels that 
through our joint efforts, we are building an even better program for the future.  Although 
LED may have some differences of interpretation, it does agree with the future-oriented 
recommendations of the LLA, and has implemented them.  LED looks forward to 
continuing to work with the LLA, as well as the Office of Community Development (OCD) 
on the next round of the BRGL, so we can continue to serve the needs of the small 
business community of our State as it recovers from the devastating effects of the 
storms. 
 
 
 

Summary of Management Responses to Recommendations 
 
Recommendation 1 
 
Now with the benefit of additional time and resources, LED is in the process of refining 
policies and procedures from the first round of the BRGL.  For the second round, 
expected to kick-off in the first quarter of 2008, LED will have: 

• A comprehensive set of formal eligibility requirements, implementation 
procedures, and other relevant policies – as well as a formal change mechanism 
in the event of any necessity of change 

• A full training schedule, for not only intermediary leadership, but staff, as well.  
Note that training sessions are currently underway 

• A full monitoring plan, including Performance, Financial, Capacity and general 
CDBG monitoring.  Note that performance monitoring (i.e., grant and loan file 
review) and capacity discussions are currently underway  

 
 
Recommendation 2 
 
The learnings from the pilot, first round of the BRGL will facilitate the development of the 
policies recommended by the LLA in comprehensive form before the start of the next 
round.  These policies will cover: 

• Intermediary capacity requirements 
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• Grant eligibility requirements 

• Use of grant proceeds 

• Application review process 

• Award disbursement process 

• Intermediary fees and responsibilities 

• LED monitoring plan, including CDBG requirements 

• Organizational roles and responsibilities 

Note that some of these policies have been developed and are currently under review. 

The requirement that OCD formally accept and sign-off on program guidelines and 
procedures is important, and will help ensure a smooth program implementation. 

 
 
Recommendation 3 
 
Going forward, LED will establish a formal policy change process, while recognizing that 
consistent guidelines and procedures will remain dependent on OCD, DOA, LRA and 
others not mandating changes midway through the program. 

 
 
Recommendation 4 
 
Now that additional staff have been approved, LED will be able to go beyond the train-
the-trainer methodology relied upon in Round 1.  Training sessions have already begun, 
at both the general and targeted (intermediary-specific) level. 

 
 
Recommendation 5 
 
 
Now that LED has had monitoring resources approved, it will proceed as recommended.  
A monitoring plan has been developed and is under review with OCD, including: 

• Performance Monitoring 

• Financial Monitoring 

• Capacity Monitoring 

• Additional CDBG Monitoring 

 
Recommendation 6 
 
LED is proceeding as recommended, reviewing application files with its newly expanded 
staff.  As detailed in its Funding Recouping Process, LED is also seeking to recover 
required funds from the first round via the contractual responsibility of the intermediaries 
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to have properly administered the grants up-front, under the “Remedy in Event of 
Breach” clause of the contract. 

 
 

Full Text of Management Response 
 
 

Objective 1:  When the program was initially implemented, had LED established 
sufficient guidelines and controls over the program? 

 

The Business Recovery Services division of Louisiana Economic Development was 
established in the fall of 2006 to manage a $38M loan program “Small Firm Loan and 
Grant” (SFLG) and a $9.5M technical assistance program.  The loan program would 
have served perhaps 400 businesses.  With a staff of five (2-3 dedicated to the SFLG) 
Business Recovery Services would have had adequate resources to develop, implement 
and monitor these two programs. 
 
In December 2006, after hearing first-hand of the need, Governor Blanco determined to 
transform the SFLG into a majority grant program, the “Louisiana Business Recovery 
Grant and Loan Program.”  Business Recovery Services was suddenly asked to manage 
a program that would now be $143M in size, and would directly involve approximately 
6,500 businesses – over a 15 times explosion in size. 
 

 
Original Program (SFLG)  New Program (BRGL)  Change 

 $38M     $143M    3.5x growth 
 ~400 awards    ~6,500 awards  16x growth 
 
 
[It should be noted that the intermediaries responded to the original RFP for the SFLG 
(predominantly) loan program, not the BRGL (predominantly)  grant program.  Given the 
massively increased demands of the BRGL, 4 four of the 11 chosen intermediaries 
actually dropped out of the program; the remaining seven made significant efforts to 
staff-up and redeploy resources in order to successfully deliver for their constituents and 
the state of Louisiana.] 
 
Until September, 2007 the total number of individuals in Business Recovery Services 
remained at five, with 2.5 FTEs working on the BRGL on a daily basis (0.5 Director + 1 
Program Manager + 3x0.5 support staff).  None of the additional $105M allocated to 
LED was approved for additional program management resources. 
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Original SFLG versus Expanded BRGL Program Size 
 

SFLG vs. BRGL

0
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Funding (M)
Businesses (x10)
LED Program Staff

$38M 400

$143M

6,500

2.5 2.5

+ 1,525%

 
 

Concerned about insufficient resources, LED made formal (see below) and informal (in 
weekly LED/OCD/LRA meetings) requests for additional staffing since the beginning of 
the program in the first quarter of 2007. 

For example: 

4/4/07 from Michael Olivier (LED) Email to Jerry Luke LeBlanc (DOA) 

“Jerry, 
We need more staff for this program.  When we brought Michael Hecht on board, it 
was to manage a $47.5 million CDBG loan ($38 million) and technical assistance 
($9.5 million) programs.  Now, he will be managing $220 million in loans, technical 
assistance and GRANTS.  Rather than initially planning to deal with about 500 
businesses, we are anticipating dealing with 16,000 businesses.  The Legislative 
Auditor is now conducting a continuous audit of this program and has made it clear 
that our current staffing is unacceptable.  Please see attached justification and facts 
regarding this critical issue.” 
 

LED performed as much monitoring as possible with a single program manager.  Also, 
because of limited resources, LED relied on a “train-the-trainer” methodology, whereby 
program leads from each intermediary were trained, and then asked to train their staff. 

Round 1 program materials, developed by LED and reviewed and accepted by OCD, 
included: 

• BRGL Application Process Overview 
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• BRGL Funding Process Overview 

• BRGL Application Checklist 

• BRGL Eligibility Checklist 

• BRGL Grant Application 

• BRGL Loan Underwriting Checklist 

• BRGL Program FAQs 

• BRGL Workshop and Intake Center Schedule 

 

Additional funds to hire monitoring resources were approved by OCD the week of 
September 17, 2007 and LED is in the process of hiring compliance staff (3 of 5 
positions filled to-date). 
The difference in original versus September 2007 approved staffing is four-fold: 

 
Original Staffing 
 
# Title     Allocation to BRGL Allocation to TASF* 
1 Director    .5    .5 
2 BRGL Manager   1    -- 
3 TA Manager    --    1 
4 Accountant    .5    .5 
5 Admin Assist     .5    .5 
      2.5 FTE 
 
September 2007 Approved Staffing 
 
# Title     Allocation to BRGL Allocation to TASF* 
1 Director    .5    .5 
2 BRGL Manager   1    1 
3 TA Manager    --    -- 
4 Accountant    .5    .5 
5 Admin Assist    .5    .5 
6 Compliance Manager   1    -- 
7 Compliance Assistant   1    -- 
8 Compliance Assistant   1    -- 
9 Compliance Assistant   1    -- 
10 Compliance Assistant   1    -- 
11 Database Manager    .5    .5 
12 Constituent Services    1    -- 
13 Accountant     1    -- 
      10 FTE 
 

* TASF = Technical Assistance for Small Firms program 

It should also be noted here that LED had not signed a contract with any of the 
intermediaries when the program began because of delays with OCD processing.  An 
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approved CEA was not provided to LED until February, despite the draft being given to 
OCD two months earlier, in December.  

“Changes” to the guidelines and procedures came from LED, LRA, OCD, DOA and the 
Governor’s office.  The fact is, most of these changes were clarifications (e.g., that a 
husband/wife team can apply on behalf of two separate businesses).  A few were 
necessary improvements to the program based on real-time learning that was only 
possible with information gleaned once the program was started – this was an 
unprecedented, pilot program.  Little data (e.g., average size of affected businesses) 
was available at the outset, upon which to structure the program. 

As can be seen from the chart below, management of the BRGL program is a challenge 
due to the myriad of agencies with influence and control – and sometimes conflicting 
directives.  This complicated organizational chart makes consistent direction and clear 
accountability an on-going issue.  However, LED feels that roles and responsibilities 
have now been clarified, and expects good interagency coordination going forward. 
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Objective 2:  Were Grant Recipients Eligible to Receive a Grant Award? 
 

It should be recognized that documentation was an inevitable challenge for a program 
attempting to serve businesses whose documents, computers, safes, etc. had literally 
been washed away in a sea of brackish water and mud. 

With the above in mind, the spirit of the program, as conceived by the LRA, was to direct 
funds to a set of worthy, viable businesses, by employing a set of substantive – but 
flexible and inclusive – documentation requirements. 

Ultimately, many of the documentation issues come down to interpretation of the 
guidelines.  To address some of the particular documentation issues noted: 

• The issue with file documentation for the 30% decline was not necessarily one of 
missing documentation, but clarity.  That is, it may have been difficult to 
understand how the calculation was made – but the underlying documentation 
was indeed present  (This has been addressed with the Grant File Review Sheet) 
[31 files] 

• It was always the intention of both OCD and LED that the application, itself, could 
be used as a statement of explanation, and a separate sheet of paper was not 
necessary.  The LLA seemed to have a different, much more literal interpretation.  
If one considers the application as attestation, as was intended, the 26 number 
“without” attestation would be greatly reduced [26 files] 

• It was not required in the Guidelines for the grant to prove 51% ownership (while 
acknowledging it was in the original action plan) [24 files] 

• There is no specifically required documentation for businesses that had not yet 
reopened to prove their potential to re-open [13 files] 

• For many businesses, it is clear and obvious that they do not employ over 50 
people (e.g., fishermen) [15 files] 

 

Importantly, the documentation issues that have been found have been and/or are 
being rectified by the intermediaries according to LED’s plan.  This ensures that 
all files are ultimately complete and accurate. 
Documentation issues notwithstanding, over 94% of total program applicants have been 
found to be eligible in the expanded OCD audit (98% for five Southeastern 
intermediaries) [OCD findings 08/13/07]. 

It should also be noted that the vast majority of that small set of businesses deemed 
ineligible are still worthy, legitimate businesses that simply did not fit with the program’s 
stringent guidelines (e.g., a fisherman who sustained tens of thousands in losses, but 
still managed to work in 2006). 
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As with the documentation issues, some of the ineligible and award adjustment files are 
due to difference of opinion/interpretation: 

• One ineligible file had: 

- A Q1-to-Q1 revenue decline of 38% 

- A Q2-to-Q2 revenue decline of 29% 

- An average revenue decline of 34% [qualifying threshold is 30%] 

- An formal letter saying that Q1 was more representative 

but was deemed ineligible because the letter does not adequately prove 
seasonality 

• One award adjustment file is due to a $7 discrepancy 

• Two award adjustment files are due to lack of consideration of the fact that a 
2005 tax return does not accurately reflect business size (due to hurricane-
shortened year); these awards are, in fact, correct 

 

 

Objective 3:  What has been done to address program? 
 

LED is aggressively implementing agreed-upon actions with OCD to remediate any 
documentation and other issues from the first round of the program.  Based upon results 
of the LLA and OCD audits, LED is reviewing between 20% and 100% of each 
intermediary’s program files, in order to ensure that files are complete and accurate. 

These actions are summarized in the below plan, from August 17, 2007: 

* * * * * 

Note:  all intermediaries will be given a template to assist in their file review, and each 
intermediary will be given specific advice as to issues of particular importance.  With this 
in mind, the below plan is based on the assumption that intermediaries now have a 
clearer understanding what adjustments have to be made; what additional 
documentation is required; and, what types of business pose particular problems and will 
make the appropriate corrections before submission.   
 
Group 1) Intermediaries:  ASI, JEDCO, RLC, Seedco 
• Invoices will be processed and paid for grants as submitted 
• Intermediaries will have responsibility to certify that all files submitted are complete 

and accurate 
• LED/OCD will conduct an initial audit of 20% of submitted files in order to verify 

compliance 
 
Group 2) Intermediary:  NewCorp 
• Intermediary will have responsibility to certify that all files submitted are complete 

and accurate 
• LED/OCD will conduct an audit of 50% of submitted files in order to verify 

compliance 
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• Following satisfactory audit results (>95%), invoices will be processed and paid for 
grants as submitted 

• If audit results are not satisfactory, audit percentage will move to 100% 
 
Group 3) Intermediaries:  ARDD, SCPD 
• Intermediaries will have responsibility to certify that all files submitted are complete 

and accurate 
• LED/OCD will conduct an audit of 100% submitted files in order to verify compliance 
• Invoices will be processed and paid for grants as cleared by the audit 
 
Original Invoice #13, $5.1M 
• OCD will reimburse LED for this invoice at the following rates: 

- RLC  99% 
- JEDCO 96% 
- ASI  93% 
- Seedco 80% 

• The balance on the above percentages will be paid upon an audit of the files that 
results in a >95% confidence rate 

• OCD will reimburse LED for ARDD, NewCorp and SCPD following a 100% review of 
the files, net of amounts for ineligible files and award adjustments   

 
Loans 
• Loans will be reviewed by OCD/LED for: 

- Eligibility 
- Viability 
- Adherence to intermediaries’ individual underwriting guidelines (to be 

provided) 
• Loans will initially be reviewed according to DOA survey tables, percentage may be 

decreased as compliance is demonstrated 
 
General Notes 
• Intermediaries will receive specific instructions and assistance to address any 

problems determined in the first audit, including consulting before submission 
• Seedco will indicate which files need to be adjusted in Sage to account for 

seasonality 
• Based on performance in audits, at the discretion of OCD and LED, an 

intermediary’s status may be changed from requiring he audit pre- versus post-
invoice payment 

• Attestations bearing on eligibility issues must be specific to the issue and in writing 
from the applicant.  Statements of explanation must have a “because” clause stating 
the reason or facts for the attestation 

• When OCD/LED is conducting the review, files will be looked at once and their status 
will be determined on that one review 

 
* * * * * 
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Further, LED is currently reviewing with OCD a 40-page, comprehensive, forward-
looking monitoring plan, which includes: 
 

• Performance Monitoring:  Is the intermediary following program guidelines and 
procedures? 

• Financial Monitoring:  Does the intermediary have proper financial processes and 
controls in place? 

• Capacity Monitoring:  Does the intermediary have sufficient capacity to perform 
the above, and can it benefit from additional technical assistance? 

• Additional CDBG Monitoring:  Are all HUD CDBG regulations (e.g., procurement) 
being followed? 

 
This plan will be implemented by the new LED compliance monitoring staff of five, in 
partnership with other regulatory agencies.  It includes checklists recently provided by 
OCD to ensure CDBG compliance.  Overall, LED is confident that the plans now in place 
will ensure that issues raised by the performance audit are being addressed. 
 
 
* * * * * 
 
Going forward LED looks forward to continuing to implement the recommendations of 
the Office of Legislative Auditors, to ensure that the next round of the Business 
Recovery Grant and Loan program is both efficient and compliant.  LED is confident that 
it will have the full partnership of other state agencies in this endeavor, which will provide 
critical support to the small business community of Louisiana as it continues to recover 
from the destruction of Katrina and Rita. 
 
 



Louisiana Legislative Auditor
 
Perfonnance Audit Division
 

Office of the Legislative Auditor - Perfonnance Audit Division
 
Recommendations Checklist
 

Instructions to Audited Agency: Please check the appropriate box below for each 
recommendation. A summary of your response for each of the following recommendations will be 
included in the body of the report. The entire text of your response will be included as an 
appendix to the audit report. 

RECOMMENDATIONS  LED AGREE 
PARTIALLY 

AGREE DISAGREE 

Recommendation 1: 

LED should allow its staff enough time to organize 
future grant rounds, including time to: 

• Create formal program eligibility 
requirements 

• Create formal policies and procedures for 
implementing the grant round j

• Provide formal training to intermediaries on 
grant application intake, review and 
selection policies and procedures 

• Monitor intennediaries' activities 

Recommendation 2: 

Before any additional grant rounds begin, LED 
should develop a comprehensive set of program 
guidelines and procedures covering all criteria and 
requirements for the grant application, review and 
selection processes. OCD should formally accept j
and sign-off on these guidelines and procedures. 
The policies should address, at a minimum, the 
following: 

• Intermediary capacity requirements 
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RECOMMENDATIONS - LED AGREE 
PARTIALLY 

AGREE 
DISAGREE 

• Grant recipient eligibility requirements 

• Determination of grant award amount 

• Use of grant award funds 

• Application review and selection 
process 

• Award disbursement process 

• Intermediary fees 

• LED monitoring of Intermediaries' 
services 

• Coordination between LED and the 
intermediaries 

• CDBG requirements 

Recommendation 3: 

For future grant rounds, LED should adhere to the 
program guidelines and procedures it establishes. 
If LED decides that any of the guidelines or 
procedures must be revised, the agency should 
follow a formal policy change process that includes 
formal notification of changes to the intermediaries, 
as well as OCD. LED should then revise the 
formal program guidelines and procedures 
document(s). 

J 
Recommendation 4: 

For future grant rounds, LED should provide 
formal training to intermediary staff on the 
program's policies and procedures, including 
eligibility requirements and CDBG requirements. 

J 
Recommendation 5: 

During future grant rounds, LED should comply 
with the monitoring plan laid out in its contract 
with OCD. In order to comply with the terms of 
the contract, LED should conduct formal and 
informal monitoring activities to determine whether 

J 
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RECOMMENDATIONS - LED AGREE 
PARTIALLY 

AGREE DISAGREE 

the intermediaries are adhering to program policies 
and procedures, and to assess the intermediaries' 
continuing capacity to administer the grants. 
LED's monitoring activities should take place 
during the application intake and review process 
and should include on-site visits to conduct sample 
reviews of grant application files. 

Recommendation 6: 

For the first grant round, LED should ensure that 
only grant applicants who met the program's 
eligibility requirements receive a grant award by 
doing the following: 

• LED should review the application files 
to determine whether the intermediaries 
collected all necessary documentation, 
and whether the applications met all of 
the program's eligibility requirements, 
per the program guidelines located in 
LED's contract agreements with the 
intermediaries. 

• If LED determines an intermediary J
approved an application that did not 
meet program eligibility requirements 
and the applicant has received the grant 
award already, LED should seek to 
recover the disbursed grant funds from 
the recipient(s). In addition, LED 
should consider legal recourse to 
recover payments to the intermediaries 
for each approved grant application 
deemed ineligible. 
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